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Section 1202

F R O M  G A R A G E  T O
G R E A T N E S S

PRE-OBBB
Gain exclusion

Only after 5+
year holding

Per-Taxpayer Cap

Corporate Gross
Asset Limit

Provision Stock Acquired prior to 7/4/25

100%
Or 10x basis
(whichever is greater)$10M
Max $50 million
immediately before and
after stock issuance

$50M
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Section 1202

F R O M  G A R A G E  T O
G R E A T N E S S

POST-OBBB
Gain exclusion

Per-Taxpayer Cap

Corporate Gross
Asset Limit

Provision Stock Acquired prior to 7/4/25

50% after 3 years,
75% after 4 years,
100% after 5+ year holding

Tiered

Or 10x basis (whichever is
greater), adjusted for
inflation starting in 2027

$15M
Max $75 million immediately
before and after stock
issuance, adjusted for
inflation starting in 2027

$75M



Formation 2015
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F R O M  G A R A G E  T O
G R E A T N E S S

Formation
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Section 1202 applies only to C corporation stock 

75% of startups convert from an LLC to a C-corporation

Every year operated as an LLC is a year lost for qualification

Conversion later starts the five-year clock

Conversion

Investment #1

Growth

Investment #2

Exit

David Ross
FOUNDER
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F R O M  G A R A G E  T O
G R E A T N E S S
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Conversion to a corporation aligns tax qualification with investor expectations

Maintain $50M gross asset limit

Active business requirement

Original issuance requirement

QSBS five-year clock starts

LLC CORPORATION

Building the Qualified Entity

Formation

Conversion

Investment #1

Growth

Investment #2

Exit



Institutional Investment 2023
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F R O M  G A R A G E  T O
G R E A T N E S S
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Fund structure allows QSBS exclusion to flow through

Only partners at time of issuance qualify for QSBS

Each issuance starts its own five-year holding period

SAFEs, Options, Convertibles?

Impact on David as Founder

Formation

Conversion

Investment #1

Growth

Investment #2

Exit



Losing QSBS Benefit 2018-2031
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F R O M  G A R A G E  T O
G R E A T N E S S
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Losing QSBS Eligibility:

Maintain 80% active
business test

80%
Redemptions – 2 years prior
and 2 years after

2
Gross asset test Documentation - Ju v.

United States (2024)

Formation

Conversion

Investment #1

Growth

Investment #2

Exit



Additional Investment Jan. 1, 2026
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F R O M  G A R A G E  T O
G R E A T N E S S
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New
OBBB rules
apply Reinvest proceeds into

qualified QSBS replacement
within 60 days to preserve
holding period

Impact on first
round of
institutional
investors?

Section 1045
rollover 

Formation

Conversion

Investment #1

Growth

Investment #2

Exit
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F R O M  G A R A G E  T O
G R E A T N E S S
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Formation

Conversion

Investment #1

Growth

Investment #2

Exit

Jan. 1, 2026Mixed Vintage Challenge



The Grand Exit - IPO 2031
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F R O M  G A R A G E  T O
G R E A T N E S S
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Stacking

Packing

10x basis

Pre-OBBB $10M gain exclusion
Post-OBBB $15M gain exclusion

$10M

$15M

Pre-OBBB Post-OBBB

10x

Formation

Conversion

Investment #1

Growth

Investment #2

Exit



F R O M  G A R A G E  T O
G R E A T N E S S
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Key
Takeaways

Nearly every decision for the business and its shareholders
should be evaluated within context of Section 1202.

Eligibility requires design, documentation and discipline.

Enhanced outcomes for those who plan early –
disorganization or impulsiveness can cost
millions. 

01
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03

Specialized expertise and experience matters.04
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callanfamilyoffice.com

412.303.4521

JGetty@callanfo.com
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Callan Family Office (CFO) is the exclusive trademark licensee of Callan LLC. Callan LLC provides products and services to CFO. Clients of CFO are not clients of Callan
LLC, and the parties are not affiliated. CALLAN, CFO and the other Callan trademarks and service marks are registered and/or unregistered trademarks of Callan LLC
and may not be used without its permission. 

INVESTMENT ADVISORY SERVICES AND PRODUCTS PROVIDED TO CLIENTS OF CFO ARE PROVIDED SOLELY BY CFO AND NOT BY OR ON BEHALF OF CALLAN LLC.
REPRESENTATIVES OF CFO ARE EMPLOYEES AND AGENTS OF CFO AND NOT EMPLOYEES OR AGENTS OF CALLAN LLC.

CFO is an SEC registered investment adviser. Registration as an investment adviser does not imply a certain level of skill or training. The publication of this content
should not be construed by anyone as a solicitation or attempt to effect transactions in securities, or the rendering of personalized investment advice. A copy of CFO’s
current written disclosure statement as set forth on Form ADV, discussing CFO’s business operations, services, and fees is available at www.adviserinfo.sec.gov.

This communication contains certain forward-looking statements that indicate future possibilities. Due to known and unknown risks, other uncertainties and factors,
actual results may differ materially.  As such, there is no guarantee that any views and opinions expressed herein will come to pass. 
This communication contains information derived from third party sources. Although we believe these sources to be reliable, we make no representations as to their
accuracy or completeness.

Callan Family Office is not affiliated with Callan or Schwab.  Callan Family Office uses the services of Callan and recommends that clients use the services of Schwab.  
Any information about Callan and Schwab are for illustrative purposes only. 

All information is provided solely for illustrative/educational purposes only and all users thereof should be guided accordingly. CFO does not provide tax or legal
advice, and you should contact your tax advisor, accountant and/or attorney before making any decisions with tax or legal implications.


